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_C_i_ary, Aaron

From: Maxwell, Georgia E - DFI <Georgia.Maxwell@dfi.wisconsin.gov>
Sent: Wednesday, December 18, 2013 10:59 AM

To: Gary, Aaron

Subject: Mortgage Banking Reform Legislation

Attachments: 224 change 2013 draft 2 change only SF.doc

Hi Aaron-

We would like to have the attached language put into a bill draft. It should be pretty straightforward. Can you tell me
approximately how long it will take?

Please let me know if you have any questions.

Thank you,
Georgia




Gafz, Aaron

From: Maxwell, Georgia E - DFI <Georgia.Maxwell@dﬁ.wisconsin.gov>
Sent: Wednesday, December 18, 2013 12:50 PM

To: Gary, Aaron

Subject: Re: Mortgage Banking Reform Legislation

Hi Aaron-

The mortgage banking reform LRB 3853 would be the higher priority.

Thank you!!

Georgia

On Dec 18, 2013, at 12:09 PM, "Gary, Aaron" <Aaron.Gary@legis.wisconsin.gov> wrote:

> Hi Georgia,

> I'have entered this request as LRB-3853. | am flooded with drafting requests so | don't expect to get to this until
late January or February. Between this draft and the charitable organizations draft for DF| (LRB-3522), which does DFI
consider to be the higher priority in terms of drafting timeline?

> Aaron

>

> Aaron R. Gary

> Attorney, Legislative Reference Bureau

> 608.261.6926 (voice)

> 608.264.6948 (fax)
> aaron.ga legis.state.wi.us
>

> From: Maxwell, Georgia E - DFI [mailto:Georgia.Maxwell@dfi.wisconsin.gov]
> Sent: Wednesday, December 18, 2013 10:59 AM

>To: Gary, Aaron

> Subject: Mortgage Banking Reform Legislation

>

> Hi Aaron-

>

> We would like to have the attached language put into a bill draft. It should be pretty straightforward. Can you tell me
approximately how long it will take?

>

> Please let me know if you have any questions.

>

> Thank you,

> Georgia

>

VvV V v v




224.71

(d) Receives funding and revenue and charges fees in a manner that does not mcentlvize the
employees to act other than in the best interests of its clients;

224.71
(1c) “Branch office" mea
or another state, where a mortg

224,71
(1f) “Dwelling" has the meaning given in 15 USC 1602 Mu OR

(1f) "Dwelling" has the meaning given in 15 USC 1602 4.

224.71
(1h) "Federal banking agency" means the board of governors of the federal reserve system, the U.S. office of
the comptrolier of the currency, the national credit union administration, or

224.71

(3Ma)  "Mortgage banker" means a person who is-ret-excluded-by-partb)anc -whe does any of the following:

22471 I
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3. Engages in table funding.

281

224.71 o
{6)(a) "Mortgage loan originator" means an individual and who, for

compensation or gain or in the expectation of compensatlon or gam does any of the followmg
1. Takes a residential mortgage loan application.

2 Offers_or negotlates terms of a resndentlal mortgage loan. An. sndwldual offers or neg otiates terms of a
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224.71

mortgage broker in this state, or another statefor

224.72

(1m) LICENSE REQUIRED. Except : LaA person may not conduct business or act as a mortgage
banker or mortgage broker, use the title " mortgage banker" or "mortgage broker," or advertise or otherwise
portray himself, herself, or itself as a mortgage banker or mortgage broker, unless the person has been issued a
mortgage banker or mortgage broker license by the division.
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224.72

(2){c)1. Except as provided in par. {d), an application shall include the following:

a. In the case of an individual, the individual's social security number.

b. in the case of a person that is not an individual, the person's federal employer identification number.

2. The department division may not disclose any information received under subd. 1. to any person except as
follows: o
a. The depart: vision may disclose information under subd. 1. to the department of revenue for the sole

purposéﬁf re ueﬁti/nrgk certiﬁcations under s. 73.0301.
b. The department division may disclose information under subd. 1. a. to the department of children and families
in accordance with a memorandum of understanding under s. 49.857.

224.72(2m)
(a) Each mortgage banker or mortgage broker shall obtain and maintain a license for its principal office and a
separate license for each branch office.

224.72

(4)(a)2. File with the division a commercial surety bond which is in the amount of $300,000 for a mortgage banker
or $120,000 for a mortgage broker, is issued by a surety company authorized to do business in this state, secures
the applicant's faithful performance of all duties and obligations of a mortgage banker or mortgage broker, is
payable to the division for the benefit of persons to whom the mortgage banker or mortgage broker provided
services as a mortgage banker or mortgage broker, is issued on a form that is acceptable to the division and
provides that the bond may not be terminated without at least 30 60 days' written notice to the division.
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224.725

(1) License ReQUIRED. Except as provided in subs. (2) ~224-726, an individual may not regularly engage in the
business of a mortgage loan originator with respect to a residential mortgage loan, or use the title "mortgage loan
originator," advertise, or otherwise portray himself or herself as a mortgage loan originator in this state, unless the
individual has been issued by the division, and thereafter maintains, a license under this section. Ea
mortgage loan originator shall register with, and maintain a valid unique identifier issued by,
mortgage licensing system and registry.

ch licensed
the nationwide

224.725
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224.725
(2r) LICENSE APPLICATIONS.

224.725

224,725
(3)(b) The applicant has not been convicted of, or pled guilty or no contest to, a felony in a domestic, foreign, or
military court during the 7-year period preceding the date of the application or, for a felony involving an act of

224.725
(4)(a) Each mortgage loan originator shall be covered by a surety bond in accordance with this subsection. A surety

bond of a mortgage banke mortgage broker, o meeting the requirements of par. (b) and s.
224.72 (4) (a) 2 may

) ’un,dye his paragraph for a mortgage loan
originator wh - - plo o

, entt d s sponsored by the mortgage banker}
8 mortgage broker Offegistered entity.

224.73

(1) RESPONSIBILITY FOR MORTGAGE LOAN ORIGINATOR. A mortgage banker) 8 mortgage broker)lOF Fegistered BAtY is
responsible for, and shall supervise the acts of, a mortgage loan orinaor or any other person who otherwise acts
on behalf of the mortgage banker, @ mortgage broker, ot ered entity

224.73
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a mortgage loan originator may not act on behalf of that mortgage banker‘fﬁ mortga
during the period of suspension or revocation.

224.73
(2)(b) A mortgage loan originator may act on behalf of only the mortgage bankerm mortgage broker@
with which that mortgage loan originator's license is associated in the records of the division;-as
designated-unders— d). A mortgage loan originator's license may only be associated with one
mortgage banker. mortgage broker,g

224,73
(3)(a) A licensed mortgage loan originator may apply, on forms and in the manner prescribed by the division, to
transfer association to another licensed mortgage banker or mortgage broker or @ registered entity. The division

shall promulgate rules establishing a fee for a transfer application under this subsection.

224.73

(3)(b) A mortgage loan originator may not act on behalf of a mortgage bankerJl8f mortgage brokerJBEFE
until the mortgage loan originator's license association has been transferred to that mortgage banker, &

mortgage broker, or regl £ntity in the records of the division.

24784 @ ;
(1)(a) Arnual Mortaage call report. Each ye:

ICERSIAE SYStem anea Fegistry,edeh mortgage banker, mortgage broker, [egis atity, and mortgage loan

iginator licensed under this subchapter shall submit to the nationwide mortgage licensing system and registry an
maual reports of condition, which shall be in such form and shall contain such information as the nationwide
mortgage licensing system and registry may require.

-

224.74

(1)(b) Audit requirement — Mortgage bankers. Each year, no later than 6 months following the end of its most
recently completed fiscal year, each mortgage banker-eemertgage-breker shall submit a copy of an audit of the
mortgage banker's or-mertgage-broker's operations during that fiscal year. An audit under this paragraph shall be
conducted by an independent certified public accountant in accordance with generally accepted auditing
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standards. The financial statements in the audit report shall be prepared in accordance with generally accepted
accounting principles.

rokers. Each year, no later thar
tgage broker shall submit a copy of
r's operations during that fiscal yea

certified public accountant attesting that he or she has coknkd‘uctked'rh‘i"sb‘rﬂh‘errewew‘|n“éc“co’fdanc"éyfﬁiithfg‘ enerally

accepted accounting principles and AICPA professional standards.

224.75

(2) PERIOD OF RECORD RETENTION. A mortgage banker or mortgage broker shall keep for at least 36 months, in an
office of the mortgage banker or mortgage broker licensed under this subchapter, but that is not located in a
residence, all books and records that, in the opinion of the division, will enable the division to determine whether
the mortgage banker or mortgage broker is in compliance with the provisions of this subchapter. These books and
records include copies of all deposit receipts, canceled checks, trust account records, the records which a
mortgage banker or mortgage broker maintains under sub. (1) (c) or (d), and other relevant documents or
correspondence received or prepared by the mortgage banker or mortgage broker in connection with a residential
mortgage loan or residential mortgage loan application. The retention period begins on the date the residential
mortgage loan is closed or, if the loan is not closed, the date of loan application. If the residential mortgage loan is
serviced by a mortgage banker, the retention period commences on the date that the loan is paid in full.

224.755

(4)(d) An individual may retake a test 3 consecutive times, with each retest oc curring at least retaken-no
30 days after the preceding test. If the individual fails 3 consecutive tests, the individual may not retake a test
again for at least 6 months.

224.755
(4)(e) If an individual previously licensed as a mortgage loan originator fails to maintain a valid license for a period
of 5 years or longer, not taking into account any time during which such individual is a registerad loan oriinator.

the individual shall retake the test unde o

+

224.77
(1)((f) Accept a commission, money, or other thing of value for performing an act as a mortgage loan originator
S e s

unless the payment is from a the mortgage banker'-:‘j mortgage broker,_or re i with whom the
mortgage loan originator's license is associated, as identified in the records of the division at the time the act is
performed.

224.77

2 ntity, pay a commission, money, or other thing of
value to any person for performing an act as a mortgage loan originator unless the mortgage loan originator's
] d entity in the records of the

registere

division at the time the act is performed.

224.77

(11g) As a mortgage loan originator, represent or attempt to represent a mortgage banker}aﬁ mortgage broker}jj

egistere other than the mortgage bankerf—'ﬁ mortgage broker,oF ¥ with whom the
mortgage loan originator's license was associated, as identified in the records of the division at the time the
representation or attempted representation occurs.

224.77
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{(1)(gd) As a mortgage banker. mortgage broker,or regi

istered entity, permit a person who is not licensed under
this subchapter to act as a mortgage loan originator on behalf of the mortgage bankerg mortgage brokerﬂ

224.77

(1)(gh) As a mortgage banker}8f mortgage broker O registered entity, permit a person whose mortgage loan
originator license is not associated in the records of the division with the mortgage banker- mortgage broke
to act as a mortgage loan originator on behalf of the mortgage bankerﬁ mortgage broke

224.77

224.77
(2m)(a)1. in addition to any other authority provided to the division under this subchapter, if the division finds that
a mortgage banker, mortgage loan originator, or mortgage broker has violated any provision of this subchapter or
any rule promulgated by the division under this subchapter, BEa fegiStered e Atity Has Vioiated SRvannicani

the division may do any of the following:

a. Deny any application for initial issuance or renewal of a license DEfeRIStFat
b. Revoke, suspend, limit, or condition any license of the mortgage banker,
originator, or mortgage broker.

Y, mortgage loan
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From: Maxwell, Georgia E - DFI <Georgia. Maxwell@dfi.wisconsin.gov>
Sent: Friday, January 17, 2014 12:26 PM

To: Gary, Aaron

Ce: Hughes, Patrick - GOV, Schacht, Nathan

Subject: FW: Mortgage Banking Reform Legislation

Hi Aaron -

We would like this draft to be reassigned to Representative Chad Weininger.
Please let me know if you have any questions.

Thank you,
Georgia

Georgia E. Maxwell

Assistant Deputy Secretary

Wisconsin Department of Financial Institutions
201 W. Washington Avenue, Suite 500
Madison, W1 53708

Direct: 608-267-1718

Email: Georgia.Maxwell@wisconsin.gov

From: Gary, Aaron [mailto:Aaron.Gary@Ilegis.wisconsin.gov]
Sent: Wednesday, December 18, 2013 12:09 PM

To: Maxwell, Georgia E - DFI

Subject: RE: Mortgage Banking Reform Legislation

Hi Georgia,

I have entered this request as LRB-3853. | am flooded with drafting requests so | don't expect to get to this until
late January or February. Between this draft and the charitable organizations draft for DFI (LRB-3522), which does DFI
consider to be the higher priority in terms of drafting timeline?

Aaron

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)

aaron.gary@legis.state.wi.us

From: Maxwell, Georgia E - DFI [mailto:Georgia.Maxwell@dfi.wisconsin.gov]
Sent: Wednesday, December 18, 2013 10:59 AM

To: Gary, Aaron

Subject: Mortgage Banking Reform Legislation

Hi Aaron-



Gag, Aaron

A - N
From: Zikmund, Alison
Sent: Tuesday, January 21, 2014 10:06 AM
To: Gary, Aaron
Subject: FW: Mortgage bill changes
Attachments: 224 change 2013 draft 3 .doc

Aaron,
Will you please add the changes in green in the attached document to LRB-3853? Rep. Weininger will now be the lead
author on this proposal.

Thank you!

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

From: Schacht, Nathan

Sent: Tuesday, January 21, 2014 9:52 AM
To: Zikmund, Alison

Subject: Mortgage bill changes

Everything in green needs to be added to mortgage bill.

Nathan Schacht
Office of State Representative David Craig



2?4'71,,,‘,

(d) Recglvg; funding and revenue and charges fees in a manner that does not inc
employees to act other ;han in the best interests of its clignts; D

224.71
{1¢c) "Branch office" means an ofﬁceror place qf business, other than the principal offi ice, Iocated in thIS state
or another state where a ] « '

(1f)  "Dwelling" has the meaning given in 15 USC 1602 fv} (w). OR
(1f) “Dwelling" has the meaning given in 15 USC 1602 {4

224.71
(1h) "Federal banking agency" ‘means the board of governors of the federal reserve system, the U.S. office of
the comptroller of the currency, # ¥ i6R; the national credit union administration, or

224.71

(3Ma)  "Mortgage banker" means a person who is-rot-exclude o does any of the following:

224.71
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224.71 o
(6)(a) "Mortgage loan originator" means an individual s d who, for

compensation or gain or in the expectation of compensatlon or galn does any of the fotlowmg
1. Takes a residential mortgage loan application.

2 Offers ‘or ne otlates term of a re5|dent|al mortgage loan. An individual offers or negotiates terms of a
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224

ans any individual who is all of the following:

n employee of anda in for a depository institution, a subsndlary owned and controlled by

224.72

(1m) License RequiReD. Except as provided in para. (1), a A person may not conduct business or act as a mortgage
banker or mortgage broker, use the title "mortgage banker" or "mortgage broker," or advertise or otherwise
portray himself, herself, or itself as a mortgage banker or mortgage broker, unless the person has been issued a
mortgage banker or mortgage broker license by the division.
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224.72
(2){(c)1. Except as provided in par. (d), an application shall include the following:

a. In the case of an individual, the individual's social security number.

b.in the case of a person that is not an individual, the person's federal employer identification number.

2. The departm ';; division may not disclose any information received under subd. 1. to any person except as
follows:

di n may disclose information under subd. 1. to the department of revenue for the sole

f 1 equestlng certifications under s. 73.0301.

i |V|§1g““ n may disclose information under subd. 1. a. to the department of children and families
in accordance with a memora ndum of understanding under s. 49.857.

224.72(2m)
(_a_l Each mortgage banker or mortgage broker shall obtain and maintain a license for its principal office and a
separateullycense for each branch off‘ ce.

office may be located in a residence,

224.72

(4)(a)2. File with the division a commercial surety bond which is in the amount of $300,000 for a mortgage banker
or $120,000 for a mortgage broker, is issued by a surety company authorized to do business in this state, secures
the applicant's faithful performance of all duties and obligations of a mortgage banker or mortgage broker, is
payable to the division for the benefit of persons to whom the mortgage banker or mortgage broker provided
services as a mortgage banker or mortgage broker, is issued on a form that is acceptable to the division and
provides that the bond may not be terminated without at least 39§g days' written notice to the division.

22002
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(1) License ReQuUIRED. Except as provided in subs. (2] 4736, an individual may not regularly engage in the
business of a mortgage loan originator with respect to a residential mortgage loan, or use the title "mortgage loan
originator," advertise, or otherwise portray himself or herself as a mortgage loan originator in this state, unless the
individual has been issued by the division, and thereafter maintains, a license under this section. Each licensed
mortgage loan originator shall register with, and maintain a valid unique identifier issued by, the nationwide
mortgage licensing system and registry.

224.725
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aws, rules, ethics and standards.

224.725
(2r) LICENSE APPLICATIONS.

2247

224.725

(3)(b) The applicant has not been convicted of, or pled guilty or no contest to, a felony in a domestic, foreign, or
military court during the 7-year period preceding the date of the application or, for a felony involving an act of
fraud dlshonesty, breach of trust, or money laundering, at any time preceding the date of the application. Fhis

VVVVV W!th respect to any convnctlon for WhICh the apphcant has recelved a pardon or
nt of conviction, such par ' v ic denia or

revgcatlgn of a mortgage loan originator llcense The division may consuier the underlvmg crime, facts, o

cir n rdoned or expunged felony conviction when determining the eligibility of an a
_Icen;urg under this paragraph and garay;f{ c).

224.725

(4)(a) Each mortgage loan originator shall be covered by a surety bond in accordance with this subsection. A surety
bond of a mortgage bankery @ mortgage broker O feRIStEred eAtity meeting the requirements of par. (b) and s.
224.72 (4) (a) 2. may satisfy the reqmrement under this paragraph for a mortgage loan originator
wh 4 ; yed is sponsored by the mortgage bankerm

mortgage broker OF fegisteredentity.

224.73

(1) RESPONSIBILITY FOR MORTGAGE LOAN ORIGINATOR. A mortgage banker)@f mortgage brokerjt ‘
responsible for, and shall supervise the acts of, a mortgage Ioan orlgmator or any other person who otherwise acts
on behalf of the mortgage banker. mortgage broker, Or registerec y
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224.73
(2)(a) If the division suspends or revokes a mortgage banker's or mortgage broker’s licensel|

a mortgage loan originator may not act on behalf of that mortgage banker, 8 mortgage broker, or
during the period of suspension or revocation.

224.73
(2)(b) A mortgage loan originator may act on behalf of only the mortgage banker mortgage broker,of
kWIt‘h WhICh that mortgage loan originator's license is associated in the records of the divisiony-as

i e A mortgage loan ongmator s license may only be associated with one
mortgage banker- mortgage broke orr 2red entity at a time.

224.73
(3)(a) A licensed mortgage loan originator may apply, on forms and in the manner prescribed by the division, to

V bl

ity. The division

transfer association to another licensed mortgage banker or mortgage broker or
shall promulgate rules establishing a fee for a transfer application under this subsection.

Nt

224.73

(3)(b) A mortgage loan originator may not act on behalf of a mortgage banker@ mortgage broker,e
- until the mortgage loan originator's license association has been transferred to that mortgage banke
mortgage broker_ in the records of the division.

224.73

grtgage Ioans for |tself or for another oerson o' mortgage broker branch office, must be licensed as a
mogg ge loan ongmator

(1)(a)Aﬂeuaqugq_ call report Each year-by-the date and-in-the form-re e nationwide mortgage
: b -eack mortgage banker mortgage broker and mortgage Ioan
orlgmator hcensed under thIS subchapter shall submit to the nationwide mortgage licensing system and registry an
anﬁeal reports of condition, which shall ber uch form and shall contain such information as the nationwide
mortgage licensing system and registry may require.

224.74
(1)(b) Audit requirement — Mortqage bankers. Each year, no Iater than 6 months following the end of its most
recently completed fiscal year, each mortgage banker-g¢ ker shall submit a copy of an audit of the
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mortgage banker's ¢ kers » operations during that fiscal year. An audit under this paragraph shall be
conducted by an mdependent certifi ed publrc accountant in accordance with generally accepted auditing
standards. The financial statements in the audit report shall be prepared in accordance with generally accepted
accounting principles.

224 74

,1 (bm) Reviewed Financial Statements — Mortgage brokek‘“" ach year, no laterthan 6 monthsf tlowmg the end
of its most recently completed fiscal year, each mortgage broker hall submit a copy of the mortgage broker’s

reviewed financial statements for the mortgage broker's operations during that fiscal year. The reviewed financial
statements shall include a balance sheet, an income statement, and a written statement by an mdegenden

certified public accountant attesting that he or she has conducted his or her review in accordance with generally
rinciples and AICPA professional standards.

224.75
(2) PERIOD OF RECORD RETENTION. A mortgage banker or mortgage broker shall keep for at least 36 months, rn an

office of the mortgage banker or mortgage broker licensed under this subchapter, but that is not located in_
residence, all books and records that, in the opinion of the division, will enable the division to determine whether
the mortgage banker or mortgage broker is in compliance with the provisions of this subchapter. These books and
records include copies of all deposit receipts, canceled checks, trust account records, the records which a
mortgage banker or mortgage broker maintains under sub. (1) (c) or {d), and other relevant documents or
correspondence received or prepared by the mortgage banker or mortgage broker in connection with a residential
mortgage loan or residential mortgage loan application. The retention period begins on the date the residential
mortgage loan is closed or, if the loan is not closed, the date of loan application. If the residential mortgage loan is
serviced by a mortgage banker, the retention period commences on the date that the loan is paid in full.

224,755

(4)(d) An individual may retake a test 3 consecutive times, with each r retest occurring at least Feta
30 days after the preceding test. If the individual fails 3 consecutive tests, the individual may not retake a test
again for at least 6 months.

224.755
(4)(e) If an individual prevrously Ilcensed asa mortgage Ioan orlgrnator farls to mamtaln a vahd Ircense fora perrod
of 5 years or longer, notu me '
the individual shall retake the test under par (a)

224.77
(1)((f) Accept a commission, money, or other thing of value for performing an act as a mortgage loan originator

unless the payment is from a the mortgage bankerﬂ mortgage broker, Of registered entity with whom the
mortgage ioan originator's license is associated, as identified in the records of the division at the time the act is
performed.

224.77

3 ity, pay a commission, money, or other thing of
value to any person for performing an actas a mortgage foan ongtnator unless the mortgage loan originator's
license is associated with the mortgage bankerﬁ mortgage broker OF registered entity in the records of the
division at the time the act is performed.

or.

224.77

(1)(g) As a mortgage loan originator, represent or attempt to represent a mortgage bankerh_ ©f mortgage broker,,g_
regist other than the mortgage bankerﬁ mortgage broker} Of ré |

mortgage loan originator's license was associated, as identified in the records of the drvrsron at the time the
representation or attempted representation occurs.
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224.77

(1)(gd) As a mortgage banker- mortgage broker, orf reg ad entity, permit a person who is not licensed under
this subchapter to act as a mortgage loan originator on behalf of the mortgage bankerﬂ mortgage broker,0f

Dr registered entity, permit a person whose mortgage loan
originator license is not associated in the records of the dlvrsxon w;th the mortgage bankerﬂ mortgage broke
to act as a mortgage loan originator on behalf of the mortgage bankeru mortgage broker

224.77

(2m)(a)1. In addition to any other authority provided to the division under this subchapter, if the division finds that
a mortgage banker, mortgage loan originator, or mortgage broker has vnolated any provision of this subchapter or
any rule promulgated by the division under this subchapter, or a registered entity :

the division may do any of the foIIowmg

a. Deny any application for initial issuance or renewal of a license or registratio
b. Revoke, suspend, limit, or condition any license of the mortgage banker
originator, or mortgage broker.

/. mortgage loan
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Ga:x, Aaron .

From: Gary, Aaron

Sent: Tuesday, January 21, 2014 12:05 PM
To: Zikmund, Alison

Subject: RE: Mortgage bill changes

Thanks. | see that “registered mortgage loan originators” are actually registered with the NMLSR (not DFI), but I still
think that the term is quite confusing when it is being created side-by-side with the “registered entity.”

I'll await direction from DFI.

Aaron

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)

aaron.gary@leqis. state. wi.us

From: Zikmund, Alison
Sent: Tuesday, January 21, 2014 11:26 AM
To: Gary, Aaron

Subject: RE: Mortgage bill changes

Aaron,
We are working with DFI to clarify the language. They will contact you directly today. Rep. Weininger would like to
request that you incorporate any changes they recommend into the bill draft.

Thanks.

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

From: Gary, Aaron

Sent: Tuesday, January 21, 2014 11:09 AM
To: Zikmund, Alison

Subject: RE: Mortgage bill changes

Hi Alison,

The parts in green were included in the materials DFI sent to me, which | assume DFI generated.

The materials from DFI relating to registered entities and registered mortgage loan originators are very
confusing. | think the source of the confusion is the definition/term “registered mortgage loan originator,” but perhaps |
am misunderstanding DFI’s intent with respect to the proposed changes.

As background:

Under current law, a mortgage banker, mortgage broker, and mortgage loan originator must generally obtain a
license from DFI. However, there is a major exception for a depository institution (let’s say a bank) and its employees. A
bank does not have to be licensed as a mortgage banker/broker and its employees do not have to be licensed mortgage
loan originators. (I believe that, under federal law, the state cannot require a national bank or other federally-chartered
financial institution or its employees to hold such licenses and, as a matter of parity, the state gives the same treatment
to state banks etc. and their employees.)



The proposed changes given to me by DFI allow a depository institution (which is not required to obtain a
license) to voluntarily register with DFI and sponsor a licensed mortgage loan originator. Based on the last draft | did for
you, LRB-3753, | assume the intent is to allow bank-owned insurance companies to sponsor licensed mortgage loan
originators that are not employees but are contract agents. (If the individual were actually an employee of the
depository institution, neither the employee nor the depository institution would be required to be licensed or
registered at all.)

DFI’s proposed changes also create a definition of, and use the term, “registered mortgage loan originator.” At
first, | thought that a “registered mortgage loan originator” must be an individual who works for a “registered
entity.” But the materials sent to me by DFI aren’t structured that way. In fact, a “registered mortgage loan originator”
doesn’t seem to be registered in any way. The “registered mortgage loan originator” is not licensed and is justan
exempt employee of a depository institution. In contrast, under the proposed changes, the registered entity actually
sponsors a licensed mortgage loan originator.

Yes, this is very confusing. If my understanding is correct, | think we need to eliminate the definition of
“registered mortgage loan originator” and deal with the concept in a different way. In addition to the confusion and the
fact that the individual is not actually “registered” and is not sponsored by a registered entity, the term creates a host of
other problems in this subchapter. If my understanding is incorrect, and the registered entity registers with DFI in order
to sponsor an unlicensed mortgage loan originator, then the materials given to me by DFI are so flawed on this topic as
to be mostly useless.

I got a call from the Speaker’s office on this draft, so | know you must be anxious for it. Please provide some
guidance so | can move the drafting forward.

Thanks. Aaron

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)

aaron.gary@legis. state. wi.us

From: Zikmund, Alison
Sent: Tuesday, January 21, 2014 10:06 AM
To: Gary, Aaron

Subject: FW: Mortgage bill changes

Aaron,
Will you please add the changes in green in the attached document to LRB-3853? Rep. Weininger will now be the lead
author on this proposal.

Thank you!

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

From: Schacht, Nathan

Sent: Tuesday, January 21, 2014 9:52 AM
To: Zikmund, Alison

Subject: Mortgage bill changes

Everything in green needs to be added to mortgage bill.

Nathan Schacht
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Gag, Aaron

From: Zikmund, Alison

Sent: Tuesday, January 21, 2014 3:02 PM
To: Gary, Aaron

Subject: RE: Mortgage bill changes

Thank you, Aaron. Please let me know if you are not able to make the revision.

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

From: Gary, Aaron

Sent: Tuesday, January 21, 2014 2:55 PM
To: Zikmund, Alison

Subject: RE: Mortgage bill changes

I'll do what | can. The italicized language for (b) 2. really doesn’t make a lot of sense. Somebody is apparently trying to
pound a square peg (Truth in Lending Act) into a round hole (SAFE Act), and it just doesn’t really work in this particular
statute.

Aaron

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)

aaron.gary@Jegis. state. wi.us

From: Zikmund, Alison
Sent: Tuesday, January 21, 2014 1:55 PM
To: Gary, Aaron

Subject: FW: Mortgage bill changes

Aaron,
Please also add this to the bill.

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

Wis. Stat. § 224.71 Definitions. In this subchapter:
(6) (a) “Mortgage loan originator” means an individual who is not excluded by par. (b) and who, for compensation or gain
or in the expectation of compensation or gain, does any-of the following:

1. Takes a residential mortgage loan application:; and
2. Offers or negotiates terms of a residential mortgage loan.

Wis. Stat. § 224.71




(b)2. add to the end of this section. An individual who performs real estate brokerage activities only and is licensed
under s. 452.03, unless the individual is compensated by a lender, mortgage broker, or another mortgage loan originator
or by any agent of a lender, mortgage broker, or another mortgage loan originator. Such a person is not paid by a loan
originator or a creditor if the person is paid by a loan originator or creditor on behalf of a buyer or seller solely for
performing real estate brokerage activities. Such a person is not paid for a particular consumer credit transaction subject
to § 1026.36 if the person is paid compensation by a loan originator or creditor, or affiliate of the loan originator or creditor,
solely for performing real estate brokerage activities in connection with a property owned by that loan originator or
creditor.

Nathan Schacht
Office of State Representative David Craig

From: Zikmund, Alison

Sent: Tuesday, January 21, 2014 11:17 AM
To: Schacht, Nathan

Subject: FW: Mortgage bill changes

. Bill drafter questions. See below.

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

From: Gary, Aaron

Sent: Tuesday, January 21, 2014 11:09 AM
To: Zikmund, Alison

Subject: RE: Mortgage bill changes

Hi Alison,

The parts in green were included in the materials DFI sent to me, which | assume DFI generated.

The materials from DF relating to registered entities and registered mortgage loan originators are very
confusing. | think the source of the confusion is the definition/term “registered mortgage loan originator,” but perhaps |
am misunderstanding DFI’s intent with respect to the proposed changes.

As background:

Under current law, a mortgage banker, mortgage broker, and mortgage loan originator must generally obtain a
license from DFI. However, there is a major exception for a depository institution (let’s say a bank) and its employees. A
bank does not have to be licensed as a mortgage banker/broker and its employees do not have to be licensed mortgage
loan originators. (I believe that, under federal law, the state cannot require a national bank or other federally-chartered
financial institution or its employees to hold such licenses and, as a matter of parity, the state gives the same treatment
to state banks etc. and their employees.)

The proposed changes given to me by DFI allow a depository institution (which is not required to obtain a
license) to voluntarily register with DFI and sponsor a licensed mortgage loan originator. Based on the last draft | did for
you, LRB-3753, | assume the intent is to allow bank-owned insurance companies to sponsor licensed mortgage loan
originators that are not employees but are contract agents. (If the individual were actually an employee of the
depository institution, neither the employee nor the depository institution would be required to be licensed or
registered at all.)

DFI’s proposed changes also create a definition of, and use the term, “registered mortgage loan originator.” At
first, | thought that a “registered mortgage loan originator” must be an individual who works for a “registered
entity.” But the materials sent to me by DFl aren’t structured that way. In fact, a “registered mortgage loan originator”
doesn’t seem to be registered in any way. The “registered mortgage loan originator” is not licensed and is justan
exempt employee of a depository institution. In contrast, under the proposed changes, the registered entity actually
sponsors a licensed mortgage loan originator.




Yes, this is very confusing. If my understanding is correct, | think we need to eliminate the definition of
“registered mortgage loan originator” and deal with the concept in a different way. In addition to the confusion and the
fact that the individual is not actually “registered” and is not sponsored by a registered entity, the term creates a host of
other problems in this subchapter. If my understanding is incorrect, and the registered entity registers with DFIl in order
to sponsor an unlicensed mortgage loan originator, then the materials given to me by DFl are so flawed on this topic as
to be mostly useless.

I got a call from the Speaker’s office on this draft, so | know you must be anxious for it. Please provide some
guidance so | can move the drafting forward.

Thanks. Aaron

Aaron R. Gary
Attorney, Legislative Reference Bureau
608.261.6926 (voice)
608.264.6948 (fax)
aaron.gary@leqis. state. wi.us

From: Zikmund, Alison
Sent: Tuesday, January 21, 2014 10:06 AM
To: Gary, Aaron

Subject: FW: Mortgage bill changes

Aaron,
Will you please add the changes in green in the attached document to LRB-3853? Rep. Weininger will now be the lead
author on this proposal.

Thank you!

Alison Zikmund
Office of Rep. Chad Weininger
(608) 266-1184

From: Schacht, Nathan

Sent: Tuesday, January 21, 2014 9:52 AM
To: Zikmund, Alison

Subject: Mortgage bill changes

Everything in green needs to be added to mortgage bill.

Nathan Schacht
Office of State Representative David Craig




